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MANCHESTER  STATISTICAL  SOCIETY. 

The  Local  Taxation  of  Chief  Rents. 

Professor  J.  E.  C.  Munro 

(president). 

Read  November  igth,  1890. 

Twenty  years  have  now  elapsed  since  the  Select  Committee 
appointed  by  the  House  of  Commons,  in  1870,  to  inquire  into  the 
incidence  of  charges  locally  imposed  on  the  occupiers  of  rateable 
property,  reported  in  favour  of  an  equitable  division  of  all  rates 
between  the  owner  and  occupier.  Hitherto  all  attempts  to  carry 
out  the  recommendations  of  the  committee  have  been  unsuccessful. 
But  the  extension  of  local  government  by  the  creation  of  County 
Councils  has  given  a new  interest  to  an  old  question,  and  raised 
important  issues  that  are  now  being  eagerly  discussed. 

In  asking  the  attention  of  this  Society  to  the  principles  of  local 
taxation  in  their  application  to  chief  rents,  I may  by  some  be 
charged  with  discussing  an  important  subject  from  a narrow  point 
of  view ; but  chief  rents  are  to  Manchester  and  other  parts  of 
Lancashire  what  ground  rents  are  to  London.  The  principles  to 
be  applied  are  the  same  in  the  one  case  as  in  the  other,  and  I 
venture  to  think  that  these  principles  will  be  more  firmly  grasped, 
and  their  operation  more  clearly  seen,  the  more  they  are  tested 
with  reference  to  the  very  varying  legal  relations  that  exist  between 
owners  and  occupiers  in  this  country.  In  the  various  discussions 
that  have  taken  place  upon  the  subject  much  confusion  of  thought 


is  1 3 be  found.  By  some  the  question  has  been  treated  as  one  of 
“ n .ting,”  by  others  as  one  of  what  the  Americans  call  “ better- 
ment.”  At  one  time  it  is  implied  that  to  tax  chief  rents  will 
me  rely  adjust  the  incidence  of  our  present  taxes  , at  another,  that 
it  vill  largely  increase  the  funds  at  the  disposal  of  the  local 
aul  horities.  A careful  definition  of  a writer’s  point  of  view  is 
th<  refore  essential. 


What  is  a Chief  Rent? 


What  is  a chief  rent  ? How  does  it  differ  from  a ground 
rei  t ? A ground  rent  arises  on  a lease,  a chief  rent  on  a sale. 
In  the  one  case  the  owner  parts  with  his  land  for  a limited  time, 
m the  other  he  alienates  his  land  for  ever.  A ground  rent  is 
att  iched  to  the  reversion,  or  interest  in  the  land  that  the  landlord 
stil  I retains ; a chief  rent  exists  independently  by  itself.  A ground 
rer  t comes  to  an  end  on  the  termination  of  a lease ; a chief  rent 
is  ] lerpetual,  and  can  be  neither  increased  nor  diminished.  A chief 
rer  t is  real  property  in  the  same  sense  that  land  is  real  property — 
it  :an  be  settled  or  entailed,  and  on  the  death  of  the  owner 
intjstate  it  descends  to  the  heir.  But  the  important  point  to 
renember  as  regards  the  incidence  of  taxation  is  this,  that  as 
th<  land  never  returns  to  the  owner  of  the  rent,  there  cannot 
be  any  adjustment  of  the  terms  agreed  to  by  the  chief  rent  owner 
an  1 the  owner  of  the  land,  as  in  the  case  of  a landlord  and  tenant. 

The  term  “chief  rents”  is  often  applied  to  describe  what  are 
rei.lly  “ground  rents.”  When  land  is  demised  for  999  years  the 
rent  created  is  regarded  as  an  eligible  investment,  and  such  rents 
us  rally  sell  in  the  market  for  the  same  number  of  years’  purchase 
th,  it  is  given  for  a chief  rent.  The  arguments  for  and  against  the 
ta:  :ation  of  chief  rents  cannot,  however,  be  applied  without  some 
modifications  to  the  taxation  of  ground  rents.  For  example,  no 
qi  estion  of  violating  existing  contracts  arises  in  the  case  of  a chief 
re  it,  but  the  question  is  material  in  the  case  of  ground  rents.  A 
ta: : on  a chief  rent  does  not  affect  the  land  out  of  which  the  rent 
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issues : 3.  tax  on  the  ground  rent  is  really  a tax  on  the  land,  inas- 
much as  the  rent  is  incident  to,  and  always  goes  with,  the  reversion, 

i.e.,  the  estate  in  the  land  retained  by  the  lessor.  (See  post,  p.’  i6.) 

Taxation  and  Be'iterment. 

The  various  proposals  that  have  been  made  for  taxing  chief 
rents  fall  under  three  heads — 

1.  Permit  the  occupier  from  whom  local  taxes  are  at  present 
collected  to  deduct  a certain  proportion  from  the  rent  he  pays  to 
his  landlord,  who  in  his  turn  is  to  be  entitled  to  deduct  a certain 

proportion  from  the  chief  rent  paid  by  him. 

2.  Tax  chief  rents  in  addition  to  the  present  taxes  levied  on 

the  occupier. 

3.  Tax  chief  rents  in  order  to  defray  the  expense  of  per- 
manent improvements  effected  by  the  community. 

The  first  and  second  of  these  proposals  involve  the  ordinary 
principles  of  taxation.  The  third  proposal  is  not  only  entirely 
distinct  from  the  other  two  but  involves  entirely  different  principles 
The  reasons  that  justify  a town  in  compelling  a citizen  to  contribute 
tow'ards  the  lighting  of  a town  will  not  assist  a town  in  determining 
who  is  to  bear  the  burden  of  specific  permanent  improvements. 
To  group  together  all  the  objects  on  which  local  taxes  are  expended, 
and  to  assume  that  in  each  case  the  same  principles  of  taxation 
apply,  is  to  fall  into  a serious  error— an  error  that  will 

undoubtedly  result  in  great  injustice. 

Objects  of  Local  Expenditure. 

At  the  end  of  this  paper  statements  will  be  found  of  the  income 
and  expenditure  of  the  Manchester  Corporation,  from  which  the 
usual  objects  of  local  expenditure  may  be  gathered. 
additional  taxation  was  levied  for  the  support  of  the  poor  in  the 
Township  of  Manchester  during  the  year  ending  29th  March,  1890. 
Examining  these  statements  the  local  expenditure  of  the  city  may, 
for  present  purposes,  be  grouped  under  the  following  heads  : 

I.  Expenditure  in  respect  of  trades  carried  on  by  the  municipal 

authority. 
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or  improvements  which  affect  the  value 

4.  Expenditure  for  the  support  of  the  poor. 

taxation  aXe?provWedThetrde°lrT"'^‘'“'''’ 
a loss.  When  a citv  ^rp  f business  is  not  earned  on  at 

■•Oe  expense  rinV^tnCet  1“ “ 

)f  water.  The  consumer  rer  * ^ ^ consumers  of  gas  and 

• nd  the  payment  covl  ev^nsTr? 

■eplacing  of  the  capital  originally  borrowed  to  ttrt’ t'he'f"® 

•«.  «'=rrr7r  ,r 

^:45.S34  5S.  After  deducting  L ^ 

t<  the  markets,  and  making  pr^isi™  foTto?  .7“T 

b<  rrowed  for  the  erection  of  th  moneys 

a sinking  fund  the  amount  requl^t  th^^'"  "“”f  “ 

•^86,  the  committee  were  In  , ’ ^ * Piovtsional  order  of 

re  ief  of  the  rate  1 t '°™rds  the 

the  rtre  equivalent  of  a rate  of  r-rad  in 

'be  Under  similar  circumstances  the  n 
coitributed  ooo  or  ^ ^ Department 

DtpartmentfreprLntinn  ' ' Exchequer 

iniheaf,*  ® >-bceipts)  ^3,350,  or  0-36 

wh  I!  forThltr^  as  a 

berefit  from  thf  LnendV  ”ay  derive  a special 

witiaview  to  iher,'  i“-"’ 

'be  city  of  Manche  ‘"‘erest,  but  for  the  sake  of  all.  Taking 
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Rate  in 

1.  Protection  of  Life  a?id  Property:  d. 

Police 4 ‘6 1 

Sessions,  Assizes,  and  County  and 

Hundred  Rates i’44 

Gaols  and  Reformatories -13 

Fire  Engines '35 

Weights  and  Measures -o6 

2.  Maintenance  of  Streets,  Sewers,  and  Rivers  : 

Streets  and  Sewers 4 ‘8  7 

Rivers -50 

Lighting*  o'oo 

3.  Health  : 

Health  and  Sanitation  io'73 

Nuisance  ’46 

Unhealthy  Dwellings  *34 

Officer  of  Health  Department *i6 

4.  Education  : 

School  Boards  4-23 

Public  Libraries  1-30 

Art  Gallery *44 

5.  Conveniences  for  the  People : 

Parks  and  Open  Spaces  1-70 

Baths  and  Washhouses 1-03 

Cemeteries -29 

6.  City  Buildings  a:id  Salaries  : 

Town  Halls  4-88 

Public  Rooms  '15 

Salaries — Town  Hall  *88 

Finance -72 

Miscellaneous  -38 


6-59 


5‘37 


1 1 ‘69 


5'97 


3-02 


7'oi 


* In  Manchester  this  is  paid  out  of  gas  profits.  The  cost  amounts  to  over  3d.  in  the  {,. 
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Rate  in  £, 

7.  Miscellaneous : d. 

General  Purposes  *15 

Elections  ’14 

Incorporation -24 

Cattle  Plague -oi 

Hackney  Coaches -05 

Gas  Meter  Testing  -04 


Rate  in  £. 

d. 


Total 

Deduct  Profits  from  Gas  .... 

„ Markets 

Other  receipts  


40'28 


3'2I 

I ‘34 

■36 


Add  for  Improvement  Rate  levied 


Total 


5*21 

3S’°7 

6-35 

41-42 


Examining  these  items,  and  omitting  for  the  present  all 
re  erence  to  the  improvement  rates,  while  it  may  be  admitted  that 
ex  lenditure  on  education,  or  on  baths,  or  on  parks,  specially 
be  lefit  the  poorer  classes,  yet,  indirectly,  such  expenditure  benefits 
all  including  owners  of  land.  Certainly,  as  regards  protection  of 
lifi  and  property  and  the  maintenance  of  health,  every  citizen 
de  ives  some  benefit,  and  landowners  more  rea<iily  find  tenants. 
Th  e difficulty  of  measuring  the  benefits  derived  by  each  person 
pn  vents  taxes  being  levied  in  proportion  to  the  advantages  gained. 
Th  e amount  of  gas  supplied  to  a house  can  be  easily  ascertained, 
bu  it  is  impossible  to  measure,  in  feet  or  weight  in  lbs.,  the 

* The  owner  of  a chief  rent  is  not  benefitted  by  any  of  the  expenditure  of  a town  after 
the  ;reation  of  the  rent,  save  in  so  far  as  such  expenditure  maintains  the  value  of  the  land 
out  if  which  the  rent  issues.  The  expenditure  does  not  enable  him  to  increase  the  rent.  The 
dire  t benefit  goes  to  the  owner  of  the  land,  who  may  sell  at  an  increased  chief  rent. 
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advantages  a citizen  enjoys  by  living  in  a city  well-lighted,  well- 
paved,  in  the  midst  of  healthy  surroundings,  and  where  life  and 
property  are  effectually  protected.  We  cannot,  under  such  circum- 
stances, tax  “ in  proportion  to  the  services  rendered,”  but  must  fall 
back  on  the  equitable  rule  of  taxing  so  as  to  impose  “ equal  sacrifices 
on  all.”  The  ability  of  a man  to  pay  a tax  depends  on  his  means, 
and  if  it  were  possible  to  ascertain  what  wealth  every  man  possesses, 
the  State  might  form  an  excellent  standard  of  taxation  for  imperial 
and  local  purposes.  But  the  experience  gained  in  connection  with 
the  administration  of  the  income  tax  shows  clearly  the  difficulty 
of  ascertaining  real  income,  except  among  the  wage-earning  classes, 
Probably  the  best  test  of  a man’s  ability  to  bear  taxation  is  the 
type  of  the  house  he  lives  in.  “ No  part  of  a person’s  expenditure,” 
says  John  Stuart  Mill,  “is  a better  criterion  of  his  means,  or  bears, 
on  the  whole,  more  nearly  the  same  proportion  to  them.”  Occu- 
piers may  then  be  called  upon  to  contribute  towards  local  taxes  in 
proportion  to  the  rentals  their  houses  would  bring  in  the  open 
market  Ought  owners  of  the  land  on  which  houses  are  built  to 
contribute  ? If  the  owner  resides  in  the  town  he  will  contribute  as 
an  occupier ; if  he  resides  out  of  the  town  he  escapes  the  occu- 
pier’s tax  as  such.  But  whether  an  owner  is  resident  or  non- 
resident, he  might  be  taxed  for  local  purposes  on  the  ground  that 
the  expenditure  of  the  city  renders  it  possible  for  him  to  let  his 
land  for  building  instead  of  for  agricultural  purposes.  Some 
parties  have  gone  so  far  as  to  say  that  the  owner  should  be  taxed 
because  it  is  the  presence  of  the  community  that  has  given  value 
to  the  land.  This  is  a somewhat  vague  proposition.  Value  is 
intimately  related  to  utility,  and  land,  which  from  its  nature,  is 
capable  of  supporting  a building,  has  a dormant  value  apart  from 
the  presence  of  any  community.  Indeed,  it  might  be  said  that  the 
natural  advantages  of  the  land  attract  the  community.  The 
mineral  resources  of  the  north  are  the  chief  cause  why  this  and 
the  neighbouring  counties  are  so  populous,  and  I have  been 
assured  that  the  climate  of  Lancashire  has  an  intimate  relation  to 
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tlie  development  of  the  cotton  industry.  The  causes  that  tend  to 
n.ake  one  plot  of  land  more  valuable  than  another  are  very  com- 
p ex,  and  to  attribute  such  value  solely  to  the  “ presence  of  the 
community  ” is  to  solve  a very  difficult  question  by  a vague  phrase. 
Ii  is,  however,  an  entirely  different  matter  to  recognise  that  the 
community,  by  actually  spending  the  money  of  its  ratepayers,  gives 
Vi  .lue  to  property  generally,  that  it  would  not  otherwise  possess, 
and  the  owners  of  such  property  may  justly  be  called  on  to  con- 
tr  bute  towards  the  rates. 

Some  persons  suggest  that  a mstinction  might  be  drawn 
b<  tween  expenditure  that  benefits  the  occupier  and  expenditure 
that  benefits  the  owners,  and  that  taxes  should  be  divided  between 
occupiers  and  owners  on  this  principle.  Police  and  education 
ra;es  are,  for  example,  assigned  to  occupiers ; permanent  improve- 
m;nt  rates,  to  owners.  But  the  argument  of  Sir  Thomas  Farrar* 
se  2ms  to  me  to  carry  great  weight : — 

“ But  it  may  be  disputed,  what  are  permanent  improvements.  For 
ex  tmple,  the  permanency  of  the  Thames  Embankment  is  greater  than  that 
of  1 York  stone  pavement.  At  the  opposite  end  of  the  scale  there  are  rates 
le\  ied  for  such  ephemeral  purposes — for  example,  the  daily  cleansing  of  the 
str  jets— that  the  occupier  has  nearly  all  the  benefit,  and  the  owner’s  share 
wc  jld  be  too  small  to  be  regarded,  if  that  rate  stood  alone.  Between  these 
scl  ernes  lie  a number  of  objects,  the  most  important  being  poor  and  police 
rat  is,  of  which  it  is  fairly  debated  whether,  and  how  far,  the  owners  should 
be  jharged.  Let  me  state,  by  way  of  example,  the  outlines  of  the  reasoning 
for  charging  them  with  poor-rate.  The  value  of  London  property  is  created 
by  the  dense  population  that  brings  with  it  the  various  calamities  which  in 
En  [land  we  alleviate  by  a local  tax.  If  the  poor-rate  were  to  cease,  there 
wo  lid  be  such  disturbance  and  insecurity  that  the  value  of  property  would 
be  educed,  therefore  the  poor-rate  is  intimately  bound  up  with  the  perma- 
ner  t maintenance  of  property.  Such  reasoning  applies,  with  greater  or  less 
fon  e,  to  different  objects  of  local  taxation.  After  a great  deal  of  discussion, 
anc  some  attempts  to  classify  the  rates  according  to  the  amount  of  benefit 
the  ' confer  upon  the  owner  and  occupier  respectively,  f believe  that  it  is 
imj  racticable  to  do  so  for  any  useful  purpose,  and  that  attempts  to  do  so 
by  law  will  lead  to  much  dispute  and  complaint,  and  not  to  any  fairer 
dist'ibution  than  may  be  attained  by  a shorter  path.  I conceive  that 
sim  ilicity,  as  well  as  justice,  is  an  essential  condition  of  any  arrangement 

* Evidence  taken  before  the  Select  Committee  on  Town  Holdings.  Q.  1270. 
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which  is  to  work  smoothly  among  large  masses  of  people  It  is  necessary, 

for  the  sake  ot  simplicity,  that  whatever  proportion 

shall  not  be  the  subject  of  calculation  in  each  year,  nor  vary 

year,  as  it  would  do  if  they  were  to  pay  different  proportions  of  different 

rates  according  to  their  objects. 

Proportion  of  Expenditure  to  be  borne  by  Owners. 

Assuming  that  some  portion  of  local  taxation  ought  to  be 
borne  by  “ owners,”  the  question  arises,  how  much  ? The  Select 
Committee  of  1870  recommended  that  where  the  rates  were 
collected  from  the  occupier  he  should  be  entitled  to  deduct  some 
proportion  from  the  rent  payable  to  the  landlord, ^ “ provision 
being  made  to  render  persons  having  superior  or  intermediate 
interests  liable  to  proportionate  deductions  from  the  rents  received 
by  them,  as  in  the  case  of  income  tax.”  In  Ireland  and  Scotland 
an  equal  division  of  rates  between  owners  and  occupiers  has  for 
some  time  prevailed.  Mr.  Goschen,  in  his  draft  report  submitted 
to  the  Committee  of  1871,  and  in  his  speech  in  the  House  of 
Commons,  has  suggested  the  adoption  in  England  of  the  principle 

of  dividing  the  rates  between  the  two  parties. 

Taking  the  Local  Taxation  Returns  for  1888,  Sir  Thomas 

Farrar  has  classified  the  local  taxes  levied  m London  under  the 
two  heads— (i)  permanent,  (2)  temporary  ; and  assuming,  “in the 
very  roughest  way,”  that  the  owner  should  bear  three-fourths  of  the 
Metropolitan  Board  of  Works  rates  expended  chiefly  on  permanent 
improvements,  one-half  of  the  poor  rate,  “ which  has  a great  deal 
to  do  with  the  permanent  property  of  London,”  one-half  the  school 
board  rate,  of  which  the  same  thing  may  be  said ; one-half  the 
police  rate  and  one-half  the  vestries  rate . He  found  that  the  total 
would  represent  one-half  the  aggregate  rate  on  the  metropolis 
outside  the  city.  He  therefore  advocates  one-half  as  a fair  pro- 
portion to  throw  on  owner. 

Under  the  term  “ taxation  of  ground  values  ” another  scheme 
has  been  put  forward  and  ably  advocated  by  Mr.  Fletcher 
Moulton,  Q.C.  The  leading  features  of  this  proposal  are  as 

follows : — 

* 
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1.  Assess  the  land  separately  from  the  buildings  upon  it 

2.  Levy  separate  rates  upon  the  land  and  u])on  the  buildings  in 
« ccordance  with  this  assessment. 

3.  Collect  both  rates  from  the  occupier,  but  authorise  him 
1 3 deduct  from  his  rent  the  rate  assessed  opposite  the  land. 

Mr.  Chatfield  Clarke,  an  experienced  architect  and  surveyor, 
r laintains  that  the  separate  assessment  of  land  and  of  the  build- 
i igs  upon  it  is  not  only  practicable  but  a matter  of  every-day 
c wCurrence.  Assuming  this  to  be  possible,  there  is  much  force  in 
tie  objections  of  Sir  Thomas  Farrar,*  that  it  would  be 
introducing  an  entirely  novel  machinery  that  would  be  very 
d iScult  to  work.  A discussion  of  the  proposal  would  require  a 
p iper  to  itself,  and  inasmuch  as  it  only  affects  the  exact  amount 
o rates  that  owners  should  bear— a matter  of  detail  rather  than  of 
p inciple  we  may  dismiss  the  subject  with  the  remark  that  the 
si  ggestion  to  divide  the  rates  in  a fixed  proportion — say  one-half 

— -has  the  merit  of  avoiding  the  valuation  of  very  complicated  legal 
ir  terests. 

Incidence  of  Local  Rates. 

As  very  great  difference  of  opinion  exists  as  to  the  real 
in  :idence  of  local  rates,  it  may  be  well  to  recall  the  conclusions 
ar-ived  at  by  two  committees  of  the  House  of  Commons  that 
sp  ;cially  considered  this  subject. 

The  Select  Committee  of  1866  on  Metropolitan  Local  Govern- 
m mt  expressed  the  view : — 

“ That  nearly  the  whole  of  the  expenditure  and  obligations  of  the 
M(  tropohtan  Board  have  been  incurred  for  the  purpose  of  supplying  wants 
arising  from  the  defects  of  former  administration  of  the  affairs  of  the 
Ml  tropolis,  and  of  effecting  permanent  improvements,  which  have  tended 
to  ncrease  the  value  of  property  in  the  Metropolis ; that  the  works  under- 
tal  en  are  of  such  magnitude  that  the  charges  for  them  have  been  extended 
by  Parliament  over  many  years,  and  that  their  effect  will  be  felt  long  after 
all  the  charges  have  been  defrayed ; that  the  whole  of  this  expenditure  is  of 
a novel  character,  resulting  from  special  legislation,  imposing  new  and 
unioreseen  burthens.  In  analogous  cases  one  moiety  of  the  charge  has 


* Evidence  taken  before  the  Select  Committee  on  Town  Holdings.  Q.  1270. 
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been  imposed  upon  the  occupiers  and  the  olher  on  the  owners  of  property. 
Your  committee,  therefore,  recommend  that  in  any  arrangement  of  the 
financial  resources  of  the  Metropolitan  Board,  a portion  of  the  charge  for 
permanent  improvements  and  works  should  be  borne  by  the  owners  of 
property  within  the  Metropolis,  the  rate  being,  in  the  first  instance,  paid  by 
the  occupier,  and  subsequently  deducted  from  his  rent,  as  is  now  provided 
in  regard  to  the  general  property-tax.” 

The  Select  Committee  of  1870,  on  Local  Taxation,  reported 
as  follows : — 

“That  your  committee,  without  pledging  themselves  to  the  view  that  all 
rates  should  be  dealt  with  in  the  same  manner,  are  of  opinion — 

“ (a)  That  the  existing  system  of  local  taxation,  under  which  the  exclu- 
sive charge  of  almost  all  rates  leviable  upon  rateable  property  for  current 
expenditure,  as  well  as  for  new  objects  and  permanent  works,  is  placed  by 
law  upon  the  occupiers,  while  the  owners  are  generally  exempt  from  any 
direct  or  intermediate  contributions  in  respect  of  such  rates,  is  contrary  to 
sound  policy. 

“ (fc)  That  the  evidence  taken  before  your  committee  shows  that  in 
many  cases  the  burden  of  the  rates,  which  are  directly  paid  by  the  occupier, 
falls  ultimately  either  in  part  or  wholly  upon  the  owner,  who,  nevertheless, 
has  no  share  in  their  administration. 

“(^:)  That  in  any  reform  in  the  existing  system  of  local  taxation  it  is 
expedient  to  adjust  ihe  system  of  rating  in  such  a manner  that  both  owners 
and  occupiers  may  be  brought  to  feel  an  immediate  interest  in  the  increase 
or  decrease  of  local  expenditure  and  in  the  administration  of  local  affairs. 

That  it  is  expedient  to  make  owners  as  well  as  occupiers  directly 
liable  for  a certain  proportion  of  the  rates. 

“ (e)  That,  subject  to  equitable  arrangements  as  regards  existing  con- 
tracts, the  rates  should  be  collected,  as  at  present,  from  the  occupiers 
(except  in  the  case  of  small  tenements,  for  which  the  landlord  can  now  by 
law  be  rated),  power  being  given  to  the  occupier  to  deduct  from  his  rent 
the  proportion  of  rates  to  which  the  owner  may  be  made  liable,  and  pro- 
vision being  made  to  render  persons  having  superior  or  intermediate 
interests  liable  to  proportionate  deductions  from  the  rents  received  by 
them,  as  in  the  case  of  the  income-tax,  with  a like  prohibition  against  agree- 
ments in  contravention  of  the  law.” 

These  resolutions  rather  imply  than  say  expressly  that  the 
occupiers  bear  too  large  a share  of  local  rates.  Mr.  Goschen, 
in  his  draft  report  submitted  to  the  committee,  went  much  further. 
After  a very  careful  discussion  of  the  whole  system,  he  concludes 
as  follows : — 
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“ To  sum  up  the  case  of  house  property  generally,  it  appears  that  the 
o vners  of  building  land,  like  the  owners  of  other  land,  have  to  submit  to  a 
n duction  of  rent  equivalent  to  the  average  amount  of  rates  which  the 
b lilder  or  other  lessee  calculates  he  would  have  to  pay  according  to  the 
a mrage  of  past  rates ; and  that  as  regards  any  subsequent  excess,  after  the 

0 vner  of  the  soil  has  made  his  bargain,  it  is  borne,  in  the  case  of  leases, 
e cclusively  by  the  occupier.  When  leases  expire,  and  in  the  case  of  short 
t mancies— in  fact,  wherever  readjustments  take  place — the  above  excess  is 
t orne  sometimes  by  the  leaseholder  or  owner  of  the  house,  sometimes  by 
t re  occupier,  according  to  the  state  of  supply  and  demand,” 

The  real  point  in  dispute  is,  as  Mr.  Goschen  ])uts  it,  “ the  degree 
1 3 which  an  increase  of  rates  leads  to  a diminution  of  rent — that  is 
1 3 say,  the  degree  to  which  occupiers  are  able  to  throw  off  upon 
t le  owners  the  increase  in  the  local  burdens  to  which,  all  rates 

1 eing  charged  upon  them,  they  are  in  the  first  instance  exposed.” 

The  Select  Committee  of  1870  examined  no  witnesses  from 
Manchester,  and  apparently  the  system  of  selling  land  on  chief 
r mt,  was  unknown  to  the  committee. 

It  has,  however,  been  maintained  that  all  rates  paid  by  an 
cccupier  are  taken  into  account  at  the  time  land  is  sold  on  chief, 
and  that  therefore  rates  are  to  be  regarded  as  a deduction  from 
t le  chief  rent  that  otherwise  would  be  given  for  the  land.  Hence 
i is  urged  that  rates  fall  on  landowners  and  not  on  occupiers. 

In  discussing  this  view,  as  it  affects  chief  rents,  we  have  to 
I “member  that  there  are  three  parties  concerned,  (i)  The  land- 
( wner,  who  sells  the  land  on  chief.  After  the  sale  he  retains  no 
iiterest  in  the  land,  but  is  entitled  to  a perpetual  rent,  and  I 
]iropose  to  call  him  the  “owner  of  the  chief.”  (2)  The  purchaser 
of  the  land.  Inasmuch  as  the  land  is  usually  bought  with  the  object 
of  erecting  a house,  we  may  call  the  purchaser  the  “builder,”  or 
the  “owner  of  the  land.”  (3)  Lastly,  there  is  the  tenant,  who 
lents  the  house;  we  may  call  him  the  “ occupier.” 

Let  us  assume  that  the  “owner”  of  a plot  of  land  used  for 
: griculture  sells  it  on  chief  to  a “ builder,”  who  erects  a house  and 
lets  it  to  an  “occupier.”  The  object  of  the  builder  is  to  invest  his 
( apital  in  the  erection  of  the  house.  He  will  expect  to  receive  a 
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rent  sufficient  (i)  to  pay  the  chief  rent,  (2)  to  allow  for  deprecia- 
tion,  insurance,  and  temporary  vacancies,  and  (3)  to  give  im  at 
least  as  good  a rate  of  interest  as  he  could  obtain  by  investing 
his  capital  elsewhere.  The  rates  must  therefore  be  borne  by  either 
the  chief  rent  owner  or  the  occupier.  To  the  builder  it  is  imma- 
terial which  of  these  two  persons  undertakes  the  burden.  If  he 
himself  has  to  pay  he  will  expect  an  equivalent  in  the  rent.  The 
burden  of  all  rates  is  therefore  a question  between  the  “ occupier 
and  the  “owner  of  the  chief.”  If,  however,  the  land  rises  in 
value,  owing  to  the  expenditure  of  the  community  or  to  any  other 
cause,  the  “ builder  ” or  “ owner  of  the  land  ” derives  the  benefit. 
Thislienefit  will  be  measured  by  the  extra  chief  the  land  would 
bring  if  it  were  placed  in  the  market.  As  regards  this  increased 
value,  the  “builder,”  for  the  purposes  of  taxation,  is  to  be  regarded 
as  an  owner  of  land  or  an  owner  of  a chief  rent.  In  order  not  to 
complicate  a difficult  question,  I assume  for  the  present  that  no 

increase  takes  place  in  the  value  of  the  land. 

Those  who  hold  that  all  rates  are  taken  into  account  at  the 

time  the  chief  rent  is  fixed  are  forced  to  admit  that  their  theory 
breaks  down  as  regards  future  rates  not  in  contemplation  of  the 
parties.  For  instance,  owners  and  builders  forty  years  ago  could 
not  have  foreseen  the  school  board  rate  and  other  modern  forms  of 

taxation.  -d 

But  the  theory  is  open  to  a much  stronger  objection.  Building 

land  is  rated  at  its  agricultural  value  only,  and  the  fact  that  such 
land  is  sold  on  chief  does  not  per  se  alter  its  rateable  value.  After 
the  sale  is  complete,  and  a house  is  erected,  the  plot  of  land,  plus 
the  building,  acquires  an  additional  rateable  value  non-existent 
before,  though  the  actual  levying  of  taxation  does  not  occur  until 
the  occupier  takes  possession.  The  rates  paid  by  the  occupier  may 
therefore  be  divided  into  (r)  those  levied  in  respect  of  the  agricul- 
tural value  of  the  land  and  (2)  those  levied  in  respect  of  the  extra 
value  of  the  land  as  building  land  on  which  a house  has  been  erected 

¥t¥c 


* See  fast,  page  15. 
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an  i occupied.  I venture  to  suggest  that  the  former  rates  fall  on  the 
“cwner  of  the  chief,”  and  that  the  latter  fall  on  the  “occupier.” 

It  may  be  assumed  as  a general  rule  that  any  burden  upon  a 
pic  t of  land  will  affect  its  selling  price.  An  onerous  covenant,  an 
easement,  or  an  outstanding  claim,  are  circumstances  that  will 
lesien  the  selling  price.  Any  liability  to  taxation  will  have  a similar 
resjlt,  and  hence  the  purchaser  of  land  on  chief,  if  there  be  an 
an:  lual  tax  on  the  land  levied  from  the  owner  for  the  time  being, 
will  sive  less  than  he  otherwise  would  do  were  there  no  such  tax. 
Bu : the  essential  point  to  observe  is  that,  at  the  time  of  sale,  the 
lar  d is  only  taxed  on  its  agricultural  value — this  is  the  only  burden 
of  rates  that  it  bears — and  this  is  the  only  burden  of  rates  that 
pais  to  the  purchaser.  This  burden  will  affect  the  contract  of 
pu  chase,  and  to  this  extent  the  former  owner  of  the  land,  now 
tra  asformed  into  the  owner  of  the  chief  rent,  contributes  to  local 
ta?  ation.  But  the  extra  rates  subsequently  levied  on  the  building 
ani  the  land ’enter  into  the  arrangement  between  the  builder  and 
the  “occupier,”  and  as  the  builder  is,  as  we  have  already  seen,  to 
be  regarded  as  a capitalist  seeking  a business  profit,  the  burden 
of  these  extra  rates  must  fall  on  the  occupier. 

The  idea  that  all  rates  are  to  be  regarded  as  a deduction  from 
the  chief  rents  that  landowners  obtain  overlooks  two  important 
CO  asiderations ; — 

1.  That  the  builder  enters  into  two  separate  transactions  with 
tw  o separate  persons  : {a)  the  land  is  bought  from  the  landowner, 
{b\  the  land  and  house  upon  it  are  let  to  a tenant.  When  buying 
th. : land  he  knows  that  after  the  transfer  he  will  have  to  pay  rates 
on  the  agricultural  value,  and  this  will  affect  the  price.  He  also 
kn  ows  that  when  the  house  is  built  and  occupied,  additional  taxa- 
tic  n will  be  levied,  and  this  affects  the  contract  of  tenancy.  He 
ha>  therefore  to  select  a point  of  time  for  purchase  when  the 
de  mand  for  houses  and  the  supply  of  land  are  such  that  he  will  be 
ab  e to  obtain  for  himself  out  of  the  transaction  a business  profit. 

2.  The  only  burdens  that  affect  the  price  of  land  are  those  that 
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exist  at  the  time  of  sale,  or  those  that  the  purchaser  foresees  will 
fall  on  him  after  the  sale.  The  liability  to  rates  (excepting  rates 
on  the  agricultural  value)  is  not  one  of  these  burdens.  It  does 
not  exist  until  another  person  (the  occupier)  on  whom  the  liability 
can  be  thrown  enters  into  possession.  In  the  neighbourhood  of 
Manchester  land  has  been  purchased  on  chief,  not  with  the  inten- 
tion of  erecting  houses,  but  with  the  speculative  object  of  selling 
again,  and  gaining  an  expected  increase  in  value.  This  land  is 
vacant  land,  rated  at  its  agricultural  value.  How  can  it  be  main- 
tained that  the  chief  rent  was  fixed  with  reference  to  rates  that 
have  never  come  into  existence?  Add  to  these  considerations 
that  land  is  not  placed  in  the  market  in  the  same  way  as  a bale  of 
cotton.  There  is  a perpetual  “corner”  in  land,  varying  in  intensity 
from  town  to  town.  In  some  places  most  of  the  land  belongs  to  a 
few  landowners.  The  amount  of  the  rent  is  often  fixed  by  the 
estate  agent,  and  it  is  a case  of  take  it  01  leave  it.*  Where  such  a 
system  prevails  it  is  difficult  to  accept  a theory  based  on  the  sup- 
position that  a chief  rent  is  settled  by  deducting  from  the  annual 
value  of  the  land  not  merely  the  taxes  to  which  the  land  is 

liable,  but  also  other  taxes  not  in  existence. 

Add  to  this,  that  land  is  sometimes  sold  and  bought  on  chief  for 
some  other  purpose  than  that  of  building — for  instance,  to  isolate  a 
residence  or  to  prevent  the  obstruction  of  a view.  Such  land 
after  the  sale  continues  to  pay  the  same  rates  as  before,  and  such 
rates  will  affect  the  amount  of  the  chief  rent.  The  extra  rates  that 
would  be  levied  if  houses  were  erected  cannot  be  said  to  affect  the 
bargain,  as  it  is  not  the  intention  of  the  purchaser  to  build.  But 
the  purchaser  must  give  the  market  price  for  the  land,  t.e.,  as  much 

as  a builder. 

Second  and  Third  Chiefs. 

The  land  we  have  been  considering  may  rise  in  value,  and  the 
“builder”  may  sell  the  plot  and  the  house  at  a higher  chief  than 

« Evidence  on  Town  Holdings,  1890  Q.  4188. 
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1:  e himself  bought,  or  he  may,  and  often  does,  sell  before  he  builds 
j t all  on  an  increased  chief.  For  instance,  he  may  have  purchased 
£ t 3d.  per  yard,  and  may  re-sell  at  4d.  per  yard.  This  will  not  alter 
tbe  incidence  of  the  rates.  The  total  chief  is  now  4d.,  of  which 
; d.  belongs  to  one  man  and  id.  to  another.  It  may,  however,  be 
( ibserved  that  were  any  portion  of  local  taxation  thrown  on  chief 
] ents,  all  agree  that  the  tax  should  be  divided  amongst  the  owners 
of  the  chiefs  in  proportion  to  the  yearly  amount  each  receives. 

Existing  Contracts. 

To  throw  on  the  owner  of  a chief  rent  a portion  of  local  taxa- 
1 ion  by  taxing  the  reni  would  not  violate  any  contract.  This 
is  one  of  the  important  practical  points  of  distinction  between 
1 axing  ground  (leasehold)  rents  and  chief  rents.  Local  taxation 
IS  attached  to  the  land  and  follows  the  land.  A landowner 

■ rho  sells  his  land  on  chief  is  not  liable  to  .my  rates,  inasmuch 
i;s  “chief  rents”  are  of  an  incorporeal  nature.*  It  is 
otherwise  in  the  case  of  a lease  of  999  years  on  ground  rent. 

■ There  the  person  entitled  to  the  rent  retains  an  interest  in  the 
land,  and  in  order  to  protect  himself  from  local  taxation  he 
stipulates  that  the  lessee  “will  at  all  time  pay  all  taxes  and 
assessments”  which  now  are  or  during  the  said  term  shall  be 
; ssessed  or  imposed  upon  or  in  respect  of  the  said  iand  by  authority 
. >f  Parliament  or  otherwise  howsoever.”  It  is  entirely  unnecessary 

o insert  such  a clause  in  a conveyance  on  chief,  and  though  it  is 
. )ften  inserted,  it  has  no  legal  effect  whatever,  inasmuch  as  the  land 
• lasses  to  the  purchaser  with  a liability  imposed  by  law  to  all  rates 
Lssessed  on  the  land.f  If,  therefore,  the  State  were  to  tax  chief 
ents,  it  would  be  taxing  not  the  /and  but  the  ren/  that  issues  out 
I )f  the  land.  This  would  violate  no  contract,  even  in  the  case  of 

* See  Appendix.  . . , , . t 1 . .1. 

t The  practice  of  inserting  in  a conveyance  of  land  on  chief  a clause  relating  to  the  pay- 

] lent  of  rates  and  taxes  on  the  land,  is  due  to  the  fact  that  convi^yancers,  in  framing 
) f conveyance,  took  as  their  model  a lease  creating  a ground  rent  In  such  lease  they  found 
; clause  relating  to  rates  and  taxes,  and  they  transferred  it  to  the  conveyance  on  the  ground 
1 hat  if  it  did  no  good  it  would  do  no  harm.  But  such  a clause  has  no  more  legjal  effect  lhan 
f it  were  inserted  in  a conveyance  of  land  for  a lump  sum,  and  hence  it  is  omitted  in 
arms  found  in  several  standard  works  on  conveyancing. 
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conveyances  containing  the  superfluous  covenant  above  referred  to, 
such  covenant  applying  only  to  rates  and  taxes  levied  on  the  iand. 

Rating  the  Rent  Twice  Over. 

It  is  sometimes  said  that  to  tax  chief  rents  would  be  to  tax  the 
rent  twice  over,  inasmuch  as  rates  are  at  present  levied  on  the  rental, 
including  the  chief  rent.  A short  examination  of  this  argument 
will  show  that  it  is  far  from  being  conclusive  against  the  proposal. 

In  the  first  place,  if  expenditure  be  not  increased,  a direct  taxation 
of  chief  rents  will  reduce  proportionately  the  amount  required  from 
occupiers.  This  reduction  may  be  looked  on  as  exempting  from 
taxation  the  chief  rent  that  enters  into  the  rental  as  regards  the 

occupier.  r f 

For  example,  suppose  the  total  rental  to  be  ;,£,5o,  0 

which  represents  the  chief.  Let  the  rate  of  taxation  be  10 

percent:  so  that  the  occupier  pays  ;^5.  The  State  resolves  to 

tax  chief  rents  at  10  per  cent,  and  calls  on  the  chief  rent  owner  to 

pay  Expenditure  not  having  increased  the  State  will  require 

^4  only  from  the  occupier,  and  this  ^4  may  be  regarded  as  10 

per  cent  on  the  rental  (;^5o).  ^^ss  the  chief  (^10)  /.e.,  on  ;^4°. 

The  chief  is  really  taxed  once  only. 

But  it  might  happen  that  increased  expenditure  required  new 

taxes,  and  that  the  occupier  was  required  to  pay  10  per  cent  on 
his  full  rental,  and  the  chief  rent  owner  10  per  cent  on  his  chief 
rent.  Under  such  circumstances  it  is  urged  the  chief  is  rated 
twice,  and  the  conclusion  is  drawn  that  such  a system  of  taxation 
would  be  unjust.  If,  however,  the  fundamental  principle  of  all 
taxation  be  that  each  person  should  contribute  towards  the  common 
weal  in  proportion  to  his  means,  the  injustice  of  the  proposal  may 
not  be  so  apparent.  Of  the  various  tests  that  have  been  adopted 
in  order  to  estimate  the  ability  of  a citizen  to  bear  taxation,  the 
rental  of  the  house  he  lives  in  has  always  been  regarded  as  one  o 
the  most  accurate.*  There  canno^erefore,  be  any  injustice  in 

* See  anfe,  page  7. 
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adopting  such  a test  as  regards  the  occupier.  Then  as  regards 
^ wners  of  chief  rents,  if  such  rents  are  to  be  taxed,  where  is  the 

‘heir  amount?  The 

rental  of  the  house  in  the  case  of  the  occ  upier,  the  amount  of  the 
ent  case  of  the  chief  rent  owner,  is  to  be  regarded  as  the 
ensure  of  the  goods  and  possessions  of  the  occupiers  and  the 
owners  respecvely,  out  of  which  taxation  has  to  be  defrayed. 

of  land  or  of  rent, s to  have  regard  to  the  legal  rather  than  the 
economtc  v,ew  of  taxation.  Some  taxes  are  levied  on  incomes 
such  as  the  income  tax ; some  on  consumption,  such  as  the  tea  duty- 
and  some  on  capital,  such  as  the  death  duties  ;-but  whether  levied 
on  income,  consumption,  or  capital,  the  amount  of  the  income,  of 
tte  consumption,  or  of  the  capital,  is  a rough  test  used  by  the 
State  in  order  to  make  taxation  proportionate  to  a man’s  ability  to 

e eived  be  fair  tests  of  the  ability  of  an  occupier  and  a chief 

rem  owner  respechvely  to  bear  taxation,  it  is  immaterial  that  the 
chi6f  is  ra.t6d  twice  over.^* 

Some  Probable  Effects  of  the  Taxation  of  Chief  Rents. 

In  discussing  the  effects  of  the  taxation  of  chief  rents  a 
distinction  must  be  drawn  between  ( r)  chiefs  existing  at  the  date 
o the  passing  of  the  law,  and  (a)  chiefs  created  afterwards. 

bv  tL“f  <=Wefa  would  be  diminished 

y mount  of  the  taxation  levied  upon  them.  There  are  no 

persons  upon  whom  the  owners  could  throw  the  taxes.  In  the 

case  of  ground  rents  for  short  terms,  the  relation  of  the  occupier 

and  owner  can  be  adjusted,  but  in  the  case  of  a chief  rent  no 

Lse  0f”reTrV"''“  ">'“P‘ional 

se  of  re-entry)  never  returns  to  the  owner  of  the  rent. 

The  tax  will  fall  on  successive  owners  of  the  chief,  except  when 

the  rent  is  sold,  in  which  case  the  tax  will  tend  to  be  wholly  borne 
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by  the  vendor.  A properly-secured  chief  sells  at  a certain  number 
of  years’  purchase,  say  25.  If  a chief  rent  of  100  that  is  taxed  5 per 
cent  is  placed  on  the  market,  purchasers  see  that  it  will  only  yield 
a clear  ^£"95.  The  rent  will  sell  for  twenty-five  times  — i.e., 
instead  of  twenty-five  times  — f.e.,  ;^2,5oo,  which 

it  would  have  brought  had  no  tax  been  levied.  The  tax  will 
therefore  be  a tax  on  the  present  holders  and  their  successors 
otherwise  than  by  purchase. 

Existing  chiefs  fall  into  two  classes  : — 

(a)  Those  created  by  landowners  and  retained. 

{b)  Those  created  by  landowners  but  afterwards  sold. 

The  latter  class  seem  to  me  to  be  more  accurately  described 
as  investments  rather  than  as  rents,  and  a proposal  to  tax  such 
rents  amounts  to  a proposal  to  tax  the  interest  derived  from 
a particular  form  of  investment  Hence,  there  is  good  ground 
for  urging  that  all  rents  which  have  been  bought  for  value 
previous  to  day  to  be  fixed  by  statute,  ought  to  be  exempt  from 
any  scheme  for  taxing  chief  rents.  On  the  other  hand,  it  is 
urged  that  all  investments  ought  to  be  made  to  contribute  to 
local  taxation,  were  it  possible  to  localise  personal  property. 
Speaking  of  the  taxation  of  ground  rents.  Sir  Thomas  Farrar 
says : — * 

“ If  I could  localise  personalty,  I would  certainly  make  the 
income  from  personalty  subject  to  this  species  of  taxation,  but  you 
cannot  ....  The  great  bulk  of  personalty  being  of  this 
incorporeal  nature,  and  not  being  attached  to  a particular  locality, 
it  must  be  the  subject  of  imperial  and  general  taxation  rather 
than  of  local  taxation.” 

Hence  he  urges  that  the  fact  that  income  from  personal 
property  escapes  local  taxation  is  no  reason  why  income  from 
local  real  estate  should  be  exempt,  especially  as  the  balance 
between  the  taxation  of  real  and  personal  property  can  be 
adjusted  through  the  imperial  exchequer.  The  subsidies  granted 


* Evidence  on  Town  HoldingSt  1890,  Q.  1538-1546. 
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by  the  State  towards  the  relief  of  local  taxation  may  be  regarded 
as  a contribution  from  personal  estate  towards  local  expenditure. 
The  proposal  to  establish  a municipal  death  duty,  by  which  the 
estates  of  deceased  persons  would  be  liable  for  a contribution  to 
the  locality,  is  another  suggested  method  of  taxing  personal 
property.  These  considerations  and  suggestions,  though  of  great 
importance,  scarcely  seem  to  me  to  meet  the  difficulty  of  taxing  a 
rent  bought  for  an  investment,  and  until  some  method  be  devised 
for  taxing  all  investments,  there  will  be  a strong  case  for 
exempting  existing  chief  rents,  purchased  in  the  market,  from  local 
taxation. 

This  claim  for  exemption  would  not  apply  to  chief  rents  created 
and  retained  in  the  landowner’s  hands.  Such  owner  is  not  a pur- 
chaser for  value,  he  is  a freeholder  owning  a rent  in  a locality  where 
local  rates  are  expended.  The  possibility  of  selling  the  land  on 
chief  is  due  in  a greater  or  less  degree  to  local  expenditure  j 
and  assuming,  as  I have  endeavoured  to  show,  that  the  rates  cannot 
be  regarded  as  a reduction  from  the  chief  rent,  owners  may  be 
called  on  to  bear  some  share  of  local  burdens. 

II.  Future  Chiefs. — If  a tax  were  levied  on  chief  rents  to 
be  created  in  futuro^  landowners  might,  by  restricting  the  supply 
of  land,  raise  chief  rents  sufficiently  to  cover  the  tax  and  to 
compensate  them  for  keeping  the  land  out  of  the  market* 
The  tax  would  then  have  to  be  borne  by  the  occupiers 
in  the  form  of  increased  rents,  and  the  object  of  the  law 
would  not  be  attained.  If  future  rents  are  to  be  taxed,  and  if 
it  be  the  intention  of  the  Legislature  that  the  chief  rent  owners, 
and  not  the  occupiers,  shall  bear  the  tax,  then  all  vacant  land 
must  be  subject  to  a tax  equal  to  the  amount  that  would  be  levied 
on  the  rents  issuing  out  of  such  land  were  it  sold  on  chief.  Land- 
owners  could  not  then  gain  anything  by  keeping  their  land  out  of 
the  market,  and  the  purchaser  buying  the  land  subject  to  the  tax 


* Evidence  on  Town  Holdings,  Question, 
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would  allow  for  the  tax  just  as  he  would  allow  for  any  rates  on 
agricultural  value.  Any  scheme  for  taxing  chief  rents  must  provide 
for  the  taxation  of  building  land.  Time  will  not  permit  me  to 
discuss  this  suggestion,  which  I here  put  forward,  not  with  the 
object  of  advocating  the  proposal,  but  in  order  to  draw  attention 
to  its  necessity,  if  the  occupier  is  to  be  protected  against  rates  or 
taxes  levied  on  future  chief  rents.* 

Betterment. 

If  a municipal  corporation,  or  any  similar  body  charged  with 
the  good  government  and  administration  of  a town  or  district, 
expend  taxes  collected  from  the  community  in  specific  improve- 
ments that  increase  the  value  of  the  surrounding  or  adjoining 
property,  is  the  community  entitled  to  appropriate  this  increase  in 
value  ? The  Legislature  of  this  country  has  in  particular  cases 
answered  the  question  in  the  affirmative.  No  general  law  exists 
on  the  point,  but  for  a long  period  of  time  Acts  of  Parliament 
authorising  specific  improvements  have  contained  clauses  framed 
with  the  object  of  securing  to  the  community  the  increased  value. 
In  the  Thames  Embankment  Act  of  1862  the  preamble  contained 

the  following  clause  : — 

Whereas,  in  the  course  of  proceedings  preliminary  or  incidental  to  the 
passing  of  the  Act,  it  was  proposed  that  regard  being  had  to  the  greatly 
increased  value  which  would  accrue  by  reclamation  to  the  residuary 
reserved  land,  no  compensation  should  be  paid  to  the  Crown  for  the 
relinquishment  by  it  of  such  part  of  rescued  land  and  frontage  rights  as  was 
required,  &c. 

Here  the  increase  in  value  of  land  not  taken  was  regarded  as 
sufficient  compensation  for  the  land  taken.  The  usual  course 
adopted  has,  however,  been  to  authorise  the  body  charged  with  the 
construction  of  the  work  to  take  more  land  than  is  absolutely 
necessary,  so  that  by  the  sale  of  the  surplus  land  the  community 
may  obtain  the  increase,  if  any,  in  value.  An  interesting  case  has 
lately  occurred  in  Sydney,  in  New  South  Wales.  The  Government 

* As  to  the  taxation  of  vacant  building  land,’  see  evideace  on  Town  Holdings,  Question. 
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of  the  colony  have  under  a general  law  power  to  resume  any  land 
that  may  be  required  for  public  purposes  subject  to  the  payment  of 
compensation.  Such  law  does  not  authorise  more  land  to  be  taken 
than  is  absolutely  necessary  for  the  improvement  in  question. 
Some  years  ago  a new  post  office  was  erected  in  a street  only 
a few  feet  wide.  A Bill  was  introduced  into  the  Legislature  to 
enable  the  Government  to  take  not  merely  sufficient  land  for  the 
purpose  of  widening  the  street,  but  the  w hole  frontage  opposite  the 
post  office,  with  the  express  object  of  re-selling  the  same,  and 
thereby  receiving  the  probable  greatly-increased  value  of  the 
property.  The  Bill  was  accepted  and  passed  on  the  ground  that 
whilst  the  owners  of  the  property  in  question  were  entitled  to  its 
value  they  were  not  entitled  to  the  increased  value  that  would  be 
given  to  it  solely  by  Government  expenditure.  The  principle  in 
question  was  referred  to  by  Lord  Cranworth,  in  Galloway  v. 
Mayor  and  Commonalty  of  London  : — 

Now,  it  must  be  observed  that  the  Legislature,  in  providing  for  such 
an  object  as  that  of  widening  and  improving  the  streets  of  the  metropolis 
has  to  deal  with  a subject  totally  different  from  that  of  enabling  a body  of 
adventurers  to  form  a railway.  In  that  latter  case,  the  persons  seeking  the 
aid  of  Parliament  are  bound  to  show  that  what  they  are  proposing  to  do  is 
of  such  public  importance  as  to  make  it  reasonable  that  they  should  be 
enabled  so  far  to  interfere  with  the  rights  of  jirivate  property  as  to  compel 
the  owners  of  the  land  required  for  the  railway  to  sell  it  to  them  at  a fair 
price.  The  Legislature  has  no  concern  with  the  question  as  to  how  the 
persons  embarking  in  the  undertaking  are  to  obtain  funds  to  pay  for  the 
construction  of  the  railway.  The  railway  will  become  the  property  of  the 
speculators,  and  will  itself  repay  them  (at  all  events,  it  is  anticipated  that 
it  will  repay  them),  by  the  tolls  levied  on  it,  the  outlay  they  have  made. 
But  in  the  case  of  a public  body,  like  the  mayor  and  corporation  of  the 
city  of  London,  undertaking  improvements  in  the  metropolis,  the  matter  is 
very  different  When  they  have  made  a new  or  widened  an  old  street,  they 
will  necessarily  have  incurred  a very  great  expense,  for  which  they  can  get 
no  return.  The  new  or  improved  street  is  dedicated  to  the  public,  and, 
unlike  the  railway,  yields  no  profit  to  those  by  whom  it  has  been  made.  In 
order  to  meet  this  difficulty,  and  to  enable  corqiorations  to  reimburse  them- 
selves, the  course  has  been  to  authorise  them  to  take  compulsorily,  not  only 
the  buildings  actually  necessary  for  forming  the  streets  or  other  projected 
improvements,  but  also  other  neighbouring  lands  and  buildings,  the  value 
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Of  which  and  the  proper  mode  of  dealing  with  which,  the  Legislature  con- 
sLrs  to  be  connecW  with  and  dependent  upon  the  projected  :mprove- 

Alfred  Stephens,  one  of  the  most  distinguished  ornaments 
of  the  judicial  bench  m the  colony,  after  an  examination  of  English 
precedents,  stated  the  principle  to  be  that  “ if  by  improvements 
effected  by  the  Government  the  land  to  be  resumed  is  increased  in 
selling  value,  the  dispossessed  owners  have  no  just  right— as 
against  the  Government,  representing  the  public— to  obtain  that 

increase.” 

How  are  owners  of  chief  rents  affected  by  improvements  made 
by  the  community  % In  so  far  as  the  property  out  of  which  the 
rents  issue  is  increased  in  value  they  have  additional  security  for 
payment  of  the  rent,  but  otherwise  they  derive  no  advantage.  The 
increase  in  value  benefits  the  builder  or  owner  of  the  land  and 
not  the  owner  of  the  rent.  The  owner  of  the  land,  i.e.,  the 
immediate  landlord  of  the  occupier,  finds  his  land  increased  in 
value,  and  it  is  on  him  that  any  taxation  opposite  “ betterment  ” 
ought  to  be  levied,  and  not  on  the  owner  of  the  chief  rent.  I am 

speaking  of  existing  rents. 

As  regards  future  rents,  the  case  is  different.  Where  an  im- 
provement enables  a landowner  to  obtain  a higher  rent  than  he 
otherwise  could  obtain,  the  extra  rent  represents  the  increase  in 
value  due  to  the  expenditure  of  the  community,  and,  as  we  have 
seen,  the  community  may  justly  claim  all,  or  some,  of  this  extra 

value. 

As  regards  the  general  principle,  it  may,  I think,  be  conceded 
that  the  community  are  entitled  to  the  extra  value  they  specifically 
create.  The  real  difficulty  arises  when  any  attempt  is  made  to 
carry  this  principle  into  practice.  In  the  first  place  the  exact 
amount  of  improvement  cannot  be  easily  calculated,  as  many  other 
causes  may  be  at  work  affecting  the  value  of  the  property  in  ques- 
tion ; and,  in  the  second  place,  there  may  be,  at  least  for  a time, 
a depreciation  in  value.  Hence,  there  are  many  objections  to  any 
attempts  to  collect  the  supposed  increase  m value  by  imposing  a 
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■ rent  charge  on  the  land.  To  do  so  is  to  assume  that  the  property 

wi  I be  improved,  and  that  the  amount  of  the  improvement  can  be 
_ estimated.  The  usual  method  followed  is  to  authorise  the  com- 

munity to  take  the  improved  land,  thus  throwing  on  it  the  risk  of 
any  gam  or  loss.  That  the  present  method  of  ascertaining  what 
compensation  should  be  paid  for  land  taken  compulsorily  is  faulty 
may  be  admitted,  and  that  the  principles  applied  could  be  improved 
IS  beyond  doubt,  but  when  the  State  is  appropriating  the  property 

of  private  individuals  the  risk  of  gain  or  loss  ought  to  fall  on  the 

otate. 

The  difficulties  in  ascertaining  the  exact  area  benefitted  by  any 
given  improvement,  and  in  appropriating  any  increase  in  value  to 
a specific  improvement,  has  led  to  the  suggestion  that  permanent 
improvements  should  be  defrayed  by  a tax  on  owners  generally- 
the  idea  being  that  in  the  long  run  all  will  benefit  by  the  improve- 
ments. But  to  follow  this  line  of  thought  would  be  to  explore  a 
by-road  when  our  journey  lies  along  the  highway. 

The  great  difficulty  in  discussing  the  taxation  of  chief  rents  lies 
m the  number  of  subsidiary  questions  that  surround  the  subject. 
But  three  main  points  stand  out  prominently  ; 

I.  The  question  whether  the  amount  of  the  rates  collected 

from  the  occupier  governed  the  amount  of  the  chief  rent  when 
It  was  fixed. 

_ 2.  The  exemption  of  existing  rents  tliat  have  been  bought  for 

investment.  ° 

3-  The  taxation  of  vacant  building  Imd  if  the  occupier  is  to 
be  protected  from  any  tax  imposed  on  rents. 

These  are  the  material  issues.  They  present  to  our  mind  a 
problem  involving  both  facts  and  theory  on  which  no  one  dare 
attempt  to  dogmatise.  Though  I have  ventured  to  indicate  my 
own  opinion  on  some  points,  my  main  object  has  been  to  clear 
away  some  current  confusion  of  thought,  and  to  endeavour  to  state 

the  problem  to  be  solved  in  such  a form  as  will  conduce  to  its 
future  elucidation  and  discussion. 
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The  Principle  upon  which  our  Present  System  of  Rating 

IS  Based. 

By  the  Parochial  Assessment  Act  6 and  7 Will.  IV.,  c.  96,  s.  i, 
no  rate  is  to  be  of  any  force  “ which  shall  not  be  made  upon  an 
estimate  of  the  net  annual  value  of  the  several  hereditaments  rated 
thereunto : that  is  to  say,  of  the  rents  at  which  the  same  might 
reasonably  be  expected  to  let  from  year  to  year,  free  of  all  usual 
tenants’  rates  and  taxes,  and  the  commutation  rent  charge  (if  any), 
and  deducting  therefrom  the  probable  average  annual  cost  of  the 
repairs,  insurance,  and  other  expenses  (if  any)  necessary  to  main- 
tain them  in  a state  to  command  such  rent.” 

In  other  words,  rateable  value  does  not  depend  upon  the  actual 
rent  paid,  but  on  the  rent  the  premises  would  bring  if  let  from 
year  to  year  by  an  ordinary  landlord  to  an  ordinary  tenant  in  an 
ordinary  land  market,  certain  deductions  being  allowed.  The 
statute  speaks  of  “ hereditaments,”  that  is,  of  land  or  corporeal 
property,  and  hence  it  was  held  that  incorporeal  property,  such  as 

chief  rents,  did  not  fall  within  its  scope. 

It  was  further  held  that  an  “ occupation”  to  be  rateable  must 
be  beneficial,”  capable  of  yielding  a clear  rent  over  and 
above  the  necessary  outgoings.  “ If  by  beneficial  occupation,” 
said  Lord  Cranworth,*  “ is  meant  any  occupation  of  something 
valuable,  something  in  its  own  nature  beneficial  to  someone,  I 
think  it  is  fair  to  consider  that  word  as  impliedly  included  in  the 
statute.  It  was  not  meant  to  impose  the  duty  of  contributing  to 
the  relief  of  the  poor  on  any  one  merely  because  he  might  be  the 
occupier  of  a barren  rock,  neither  yielding  nor  capable  of  yielding 
any  profit  from  its  occupation.”  Hence,  unoccupied  property, 
such  as  land  lying  idle  and  empty  houses,  is  not  rated. 


* Mersey  Case,  ii  H.  L.,  443. 
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200  0 0 

£ s.  d. 
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59241  5 10 

45471  9 9 
4648  15  9 

100190  6 2 

46091  0 0 

24  0 0 
1396  6 0 
8263  13  0 
3230  0 0 
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Baths  and  Wash-houses  Committee  

Art  Gallery  Committee 

General  Purposes  Committee  : — 

Parliamentary  

Court  Leet  Records 

Special  Committee — Removal  of  Unhealthy 
Dwellings  

Deduct  Finance  Committee  (excess  of  Miscel- 
laneous Receipts 

Gross  Estimates 


Reduced  by  intended  Payments  by  Markets 

Department  to  the  City  Fund 

Ditto  Gas  Department,  ditto 

Ditto  Exchequer  Contribution  Account,  ditto 
Net  Estimated  Payments  (exclusive  of 

38,000  School  Board  Precept) 

Deduct  Excess  of  Estimated  ever  Actual  Pay- 
ments for  the  past  year 

Rate  required  (exclusive  of  School  Board) 

Rate  levied  for  1888-89  (exclusive  of  School 
Board) 

Decrease  of  City  Rate  (exclusive  of  School 
Board) 
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• f • • 
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8 
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II 

5 
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t Less  City 

over  Estimated 

Courts. 

Receipts. 

12500  0 
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30000  0 
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4369  15 

2 
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1*03 
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42-40 

0*22 
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4210 


1*34 

3*21 

0*36 


37*19  at  9336;^  per  penny  (1889) 
37*70  at  per  penny  (1888) 


0*51 


MANCHESTER  SCHOOL  BOARD. 


Estimate,  1889-90 
£ s.  d. 

Precept  38000  00  . . 


Amount  included  in  last  year’s  rate 


4*23  at  8981;^  per  penny  on 
School  Board  area  (1889) 
4*23  at  8973^^  per  penny  0888) 


H 

W 

o 

o 

> 

r 

H 

> 

X 

> 

H 

H-t 

c 

X 

o 

o 

w 

w 

w 

2: 

H 

Ui 


K) 

Nl 


38000  o o 


